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SUBJECT: PROPOSED CHANGE IN SCOPE OF ADB-FINANCED TELECOMMUNI- 
CATIONS PROJECT IN TONGA 

REE: MANILA 11917 (1973) 

SUMMARY: ADB PRESIDENT PROPOSES TO BD. OE DIRECTORS ON 
NO OBJECTION BASIS, CHANGE IN SCOPE OF TELECOMMUNICATIONS 
PROJECT FINANCED BY US$1.3 MILLION LOAN APPROVED NOVEMBER 
1973. CHANGE WOULD MODIFY AND DIVIDE SCOPE OF ORIGINAL 
PROJECT INTO TWO PHASES TO KEEP COST OE PHASE I WITHIN 
LIMITED OF APPROVED LOAN AMOUNT; GOVT. TO TAKE EARLY STEPS 
ARRANGE FINANCING REQUIRED FOR PHASE II. PROJECT AS 
PHASED REMAINS TECHNICALLY AND FINANCIALLY FEASIBLE. 

USADB INTENDS RAISE NO OBJECTION. END SUMMARY. 
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1. SUBJECT BD. DOC.R93-75 POUCHED ADDRESSEES. SUBJECT 
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PROJECT APPROVED NOVEMBER 1973 ENVISAGED IMPROVEMENT/ 
EXPANSION TELEPHONE SERVICE MAIN ISLAND OE TONGATAPU 
AND ISLAND GROUPS OP VAVA'U AND HA'APAI; UPGRADING 
RADIO-TELEPHONE LINKS THOSE GROUPS TO THE CAPTIAL 
NUKU' ALOPA. HOWEVER BASED ON KNOWN ESCALATION OP 
TELECOM EQUIPMENT AS OF JANUARY 1975, A COST OVERRUN 
ON PROJECT WAS PORESEEN. CONSULTANTS WERE THEN 
REQUESTED CONSIDER IMPLEMENTATION OPTIONS AND RECOM- 
MENDED PHASING OF PROJECT, SOME MODIFICATIONS IN 
ORIGINAL SCOPE. 

2. NUKU' ALOPA EXCHANGE ORIGINALLY APPROVED TO HAVE NEW 
2200 LINE EXCHANGE BASED ON 7 PERCENT ANNUAL GROWTH 
SUBSCRIBER DEMAND. CONSULTANTS ESTIMATE GROWTH RATE 
ONLY 5 PERCENT ANNUALLY, INITIAL INSTALLATION OF 1500 
LINES ADEQUATE NEXT 5 YEARS, HOWEVER BUILDING WILL 
ACCOMMODATE PORECAST 20- YEAR EXPANSION. 

3. ORIGINALLY RURAL AREAS TO BE SERVED BY PARTY LINE 
SERVICE THROUGH CABLES FROM MAIN EXCHANGE. CONSULTANTS 
NOW PROPOSE INCREASED RURAL DEMAND JUSTIPIES INSTALLATION 
TWO SMALL UNATTENDED AUTOMATIC EXCHANGES AT OUTLYING 
POPULATION CENTERS (MU'A AND NUKUNUKU) WOULD BE LESS 
EXPENSIVE AND PROVIDE BETTER SERVICE THAN ORIGINAL PLAN. 
WITH INITIAL CAPACITY OP 150 LINES AT MU'A AND 100 

LINES AT NUKUNUKU, TOTAL INITIAL CAPACITY POR MAIN 
ISLAND OF TONGATAPU WOULD BE 1950 LINES COMPARED WITH 
2200 LINES PIRST PROPOSED. 

4. CONSULTANTS ALSO RECOMMEND OUTLYING ISLAND GROUPS 
OP HA'APAI AND VAVA'U BE PROVIDED SMALL AUTOMATIC 
EXCHANGES (OF 150 LINES AND 250 LINES RESPECTIVELY), 

NOT MANUAL EXCHANGES ORIGINALLY PROPOSED; ALSO RECOMMEND 
PROPOSED REINSTALLATION OP EXISTING NUKU' ALOPA MANUAL 
SWITCHBOARD AT VVA'U NOW CONSIDERED UNECONOMIC IN VIEW 
DETERIORATION SINCE APPRAISAL. SYSTEM-WIDE AUTOMATIC 
DIALING ON TRUNK SERVICES EXPECTED INCREASE ESTIMATED 
TRUNK REVENUE. 

5. ACCORDINGLY, GOVT. OP TONGA NOW REQUESTS AND BANK 
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RECOMMENDS OVERALL PROJECT BE DIVIDED INTO TWO PHASES; 

PIRST TO BE PINANCED BY BANK PROM EXISTING LOAN AMOUNT 
OP US$1.3 MILLION; PHASE II TO BE FINANCED BY GOVT. OF 
TONGA'S OWN RESOURCES OR OTHER SOURCES. GOVT. TO 
IMPLEMENT PHASE II AS EARLY AS POSSIBLE TO ASSUME 
OPTIMUM BENEPIT PROM TOTAL TELECOM DEVELOPMENT PLAN. 

6. PROPOSED NEW BREAKDOWN OF $1.3 MILLION AMOUNT 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 

AS FOLLOWS: 

ITEM AMOUNT 

(US$,000) 

AUTOMATIC EXCHANGE EQUIPMENT 
(NUKU' ALOEA, MU' A AND NUKUNUKU) 613 

BUILDINGS 121 

DISTRIBUTION EQUIPMENT 327 

VEHICLES AND MECHANICAL AIDS 1 2 

CONSULTANT SERVICES 155 

CONTINGENCY 72 

1,300 

PROJECT AS PHASED REMAINS TECHNICALLY EEASIBLE, 

FINANCIALLY VIABLE. EINANCIAL RATE OF RETURN ESTIMATED 
AT 12 PERCENT EOR ENTIRE SYSTEM (PHASES I AND II); 

EINANCIAL RATE OE RETURN EOR BANK-FINANCED PROMOTION 
(PHASE I) NOT COUNTING POSSIBLE TRUNK REVENUE INCREASE, 

ESTIMATED AT 9 PERCENT. 

7. UNLESS DISCUSSION REQUESTED BY BOARD PRIOR TO 
OCTOBER 15, PRESIDENT'S RECOMMENDATION WILL BE DEEMED 
ACCEPTED. USABD DOES NOT INTEND TO OBJECT. 

SULLIVAN 
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